
TO: Membersof theBudgetCommitteeoftheHonolulu City Council

FROM: NatalieIwasa
Honolulu,HI 96825
808-395-3233

-~ C)c,
SPECIAL
MEETING: 9 a.m.Tuesday,April 12, 2011

SUBJECT: Bill 2 RealPropertyTaxes& Historic PropertyExemption- Comments
~

AlohaCouncilmembers,

Thankyou for allowing meto providetestimonyon Bill 2 which relatesto realproperty
taxes,specificallythehistoric exemption.

Bill 2 — includesfour options to amendthe tax incentive for historic

residentialrealproperty:

Option1 Repealtheexemption;

Option2 Repealthe exemptionfor a period ending1/1/2016,i.e., from 7/1/2012
through12/31/2015;

Option3 Repealexistingandenactnewdedication;and

Option4 Repealtheexemptionandenactnew historicstructurestax credit.

Option 4, whichprovidesrealpropertytax relief via a tax credit to historichomeowners
whomakeexpendituresbeyondroutinemaintenance,is perhapsthebestoption of the
four. Oneof the abusesof thecurrentsystemis thathomeownersmerelyhaveto certify
via their signatureon thepetition thatthe “current levelof taxationis a material factor
which threatensthecontinuedexistenceof thehistoricalresidentialproperty.” Seemingly
well-off homeownershavebeenableto takeadvantageof this exemptionwithout any
burdenof proof. This bill atleastincludesarequirementthatdocumentationregarding
qualifiedexpendituresbeprovidedto the city in order to obtainthe credit.

ShouldcouncilmemberspreferOption 3, I makethe following suggestionsfor
amendments.Thecurrentduedateof thepetitionin thebill is September1. Consideration
should be given to changingthedateto September30 to be consistentwith other
applicationsfor exemptionsandcredits. In orderto provideenoughtime for
administrationto processthepaperwork,noticeof approvalordisapprovalcanbegiven
via the assessmentnotice,which is mailedon December15, asnotedin Bill 3. I supportthe
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changein proceduresto includeno separatenoticeof approvalor disapprovalprovided
thattheapprovalor disapprovalis conspicuouslyindicatedon theassessmentnotice.

Option3 alsoincludesasubjectivedeterminationby thedirectorunderSec.8-7.6(c) of
“whether thecurrentlevel of taxationis amaterialfactorwhichthreatensthecontinued
existenceof thehistoric property.” Without anyevidenceregardingincomelevelsor
maintenanceor restorationcosts,it is difficult to imaginewhothis determinationcanbe
made. Considerationshouldthereforebegiven to providing guidanceto the directoron
how this determinationshouldbemade.

As I havepreviouslytestified,we simply needto takeabroaderlook atthe city’s tax
policiesandreviewthemin conjunctionwith theaudit thatwill soonbestartedby the city
auditor. I encouragecouncilmembersto convenethe “blue ribbonpanel” after the
budgetingprocesshasbeencompleted.


